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SECTION I. SUMMARY OF FAR EAST TRENDS AND DEVELOPMENTS 

Tht fourth Hkiion of ECAFB has boon exploited again by the 8oviote in 
«n a tt e mpt to alienate Tkr Bastom ooun tries from the US (pec 0 5)* 

US and UN requests for temporary sanctuary for stateless European 
ref^g^g/^rom China ore meeting with little success (page s) c 

Siam are considering on anti— corn uniat program for • 

25X6A Southeast Asia (page 4)o 


A possible struggle for political power among rightist groups may weaken 
the Republic of Korea (page 8). North Korean invasion rumors increase 
psychological pressure on South Korea (page 6). 

In China the battle in the Hsuohou-Pangfou area is entering its final 
phase with the Nationalist forces facing complete defeat (page 7 ) • In the 
near future Chiang Kai-shek may seek refuge in flight, retire or be forced 
from power by a coup, although Vioe President Li Teung-Jen would prefer to 
succeed to power constitutionally, without resort to force (page 8). 
Nationalists in North China are attempting to setup an autonomous regime' 

(page 8). Manohuria may be accorded a special status by the Ccnsnunists, 
separate from China proper (page 8). Admiral Badger's recent statement 
regarding the landing of marines in Shanghai may have unfortunate consequences 
for US interests (page 10 )o 

The Republic of Indonesia is attempting to muster external and internal 
support for resistance against the Dutch (page 11 ) o 

In succeeding sections of this Yteekly, the following marginal notation is 
used* 

(1) "A", "B", or "C" — importance in B/feB's opinion, of the item, 

* with "A" representing the most important ones. 
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SUMMARY (continued) 

Xn Bum, Karen-Burman animosity is being fanned by insinuations in 
the Burma bo press that Britiah and possibly American, are clandestinely 
arming the Karens (page 11) « 

In Malaya, snail bands of terrorists are reported to have begun 
slashing rubber trees (page 12) • 


In the Philippines the government claims that it has broken dissident 
25XSAistanee in Central Ixtsos (page 12) o 
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SECTION 21. DEVSLOPUSHTS IN SPECIFIED AREAS 
GSHERAL 


8oviet« 


WJ73H 1 


bmI to — tbsr rass tJS la BCAFB session 


Ths fourth session of ON Economic Cosmlsslon for A*ia and the Fur Sut, 
which adjourned 22 December to reoonvene in Singapore n»xt fall, ha* again 
boon exploited by the Soviet* in an attempt to alienate Far Eastern oountrie* 
free the 0B. The Soviet strategy anas clearly indicated by the Soviet do lega- 
tion* ■ consistent support of the request that the Indonesian Republic *s 
delegation be seated and by Soviet attaolcs on the industrial development and 
eooaamio survey reports as imperialist attempts to prolong domination of Asia. 
Soviet stress on industrial development of the area may have been indirect 
encouragement to Far Eastern countries to seek a Marshall Plan for Asia. A 
proposal for suoh an aid plan mis again rejected by the US. 

Despite Soviet ability to capitalise on difference* in viewpoint between 
the Bast and West, the conference finale provided a propaganda defeat for 
the USSR when an amendment to a resolution on the import of capital. Implying 
that the US imposed political and military conditions for aid, was soundly 
defeated in the plenary session of 11 December. Nevertheless , US refusal to 
oonsider financial commitments for Asian rehabilitation and IS support of the 
Dutch in opposing the seating of the Indonesian Republic *s delegation will 
probably continue to be vulnerable points of attaok in the Far East. A 
Saigon press editorial has already hailed BCAFB *s admission of the Republican 
delegation as an important step in the fight of subject peoples for independence < 
The editorial, noting BS-Duteh opposition, emphasised that the US block had 
been broken up and that BCAFE*s 8-2 vote to seat the Ropublio*s delegation 
represented the union of East vs. best. 


Stateless refugees in China constitute serious problem 


"A-B" 


A US attempt, in cooperation with the International Refugee Organization 
(XR0) t to facilitate the evacuation from Shanghai of 15,000 stateless 
European refugees, is meeting limited sueoess. The requests for temporary 
sanctuary are being received with mixed reaction by Far Eastern governments. 
Despite an IRO commitment to provide interim care and maintenance of evaouees 
pe ndin g permanent resettlement, several gov e rnments are reluctant, by reason 
of food and housing shortages, as well as political considerations , to offer 
temporary refuge. 3he refugees are 8,000 White Russians, limited numbers of 
Balt* and Poles and 5,000 Jews, who have been offered Israeli visas. 

Although the Siamese have not yet issued sc official statement, the 
Premier recently expressed his personal opinion in the press that Siam is not 
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CEBBRAL (oomtinued) 

ready to reoeivo refugees. The Siamese especially fear the probable establish- 
ment of a precedent which would be used by China to gain adnission to Sima 
for awveral thousand Chinese. President Quirino reportedly has indicated that 
potass will offer refuge to nationals of friendly countries f this 
China, but it is probable that Chinese refugees will be limited to 



2 5X6 A 


The White Russian, Baltic and Polish groups are in particular danger 
since unless their evacuation is accomplished,, they may face forcible repatri- 
ation to former European homelands. Such a development might well constitute 
a serious blow to the prestige of the DB and the TO particularly among peoples 
in Soviet-controlled areas . 


Islam consider anti-communist 


for Southeast Asia 


Apprehension over the possible spread of oo *«&&&&> as a result of 
Chinese oonmnist domination of China is leading^H^HH^HMHI| together 
with 8 ism, to effeot a common means of oombatting oousauniet activities la 
Southeast Asia. 0 Althpugh a formal SEA defense bloc is not envisaged, prelimi- 
nary discussion s^ roqioipa ting action by F rance and Britain reportedly have 
been initiated. have approached Siam for increased 

cooperation in controlling Indochinese and Balayan2®6®^dents who operate 
from and find refuge in Siamese border provinces. SSrt***^*w« and 
Siam agree cm joint anti -communist measures. It is possible that the exclusion 
of other SEA states in the consideration of this problem may result in 
increased antipathy in SEA for Western influence and domination. 
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KOREA 

ftwldflnt Rhee M.Y bo forced to reorganize h i e government ,, The favorable ”B* 
O H d eolalon on tha legal status of the Republic of Korea may precipitato a 
power struggle between rightist elements of the National Assembly 
President Rhea, suspended during tha fall In order to present a facade of 
governmental strength and unity pending ON recognition of the g ov e rn ment 3 
The powerful Hanlco ok Democratic Party and other Aseeably factions, motivated 
by sincere desires to raise the caliber of Cabinet officials and ty desire u 
for aelf -aggrandisement, have plans to reduco the powerful executive to a 
figure-head by establishing a responsible cabinet and Prime Minister through 
e<umtltffblgna& amendment. Due, however, to the inability of the various 
political factions to agree on leadership and a division of spoils, Rhee 
should be able to maintain his present powers by effecting minor changes in 
his government and by the judicious award of favors to key members of the 
rightist opposition. 

Beforas that reduced the broad executive powers now exercised auto- 
cratically by Rhee and refores that raised the caliber of government 
personnel would increase the strength of the government In the long run 0 
But an acute political struggle at this time within the various rightist 
factions would seriously inpair the ability of the government to cope with 
internal and external communist threats to its existence* 

it It Btlll considered llhalv that -the North Korean Communists will attempt «B» 
| L gyUP. pgfgr t Iggqrtiog to m^rraa^Yaaioa-of ..South Korea . (Seo B/PE 20- 
2b Oct. ) However, the North Koreans have the capability of invasion an d an 
increasing volume of invasion reports supports the belief that a North 
Korean People's Arsy (PA) consolidation is occurring near the 38th parallel* 

It is to be noted that the North Koreans will probably consider the 30 day 
period prior to the arrival of the new temporary commission for Korea set 
up under the 12 December ON resolution as the most opportune time for an 
attaeko Nevertheless, a characteristic of recent invasion threats is the 
•election of dates after US troops are expected to have withdrawn from Korea 
when conditions in South Korea are expected to be mors oropltioua and it is 
believed that invasion threats will continue to be used primarily to inten- 
sify the psychological pressure on South Korea,, 


w 

ODORPT 1 
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CHIKA 

Decisive political developments In Hanking nay occur in the 
immediate future* as the realization spreads that the Government has 
lost the battle in Central China and is almost completely stripped 
of its military resources. CHIAHG Kai-shek may withdraw voluntarily 
in favor of Vioe President LI Tsung-jea. It would be more characteristic 
of him: 1) stubbornly to continue resistance at Hanking to the end, 
in which case nationalist leaders probably would try to foroe him 
from power, or 2) at the last moment to withdraw to South China without 
relinquishing his authority, in whioh oase Nationalist leaders who 
remained at Nanking would be in an unfavorable situation to constitute 
themselves as a successor government* 

Despondency and confusion pervade Nanking military offices as 
certain military defeat looms nearer and the Chinese public, long fed 
a diet of "victories” and "strategic withdrawals", must necessarily 
soon be confronted with the stark fact that shattering reverses were 
suffered by the Nationalists south of Hsuchou. These reverses will 
very likely be a defeat from which the Nationalist Army and the General- 
issimo will be unable to rally. The position of the encircled Nationalist 
forces southwest of Hsuohou and west of Suhsien can be regarded as 
hopeless; their eradication only a matter of a few days. Communist 
radio claims, that the 12th Amy Group and SO regiments of TU*s three 
array groups have already been "totally annihilated", have been largely 
substantiated by other reports. Upon the final eradication of these 
forces, the Pangfou Nationalists are expected to attempt to withdraw 
south of the Yangtze River, but it ia doubtful whether many of these 
forces can be salvaged for the defense of Nanking, especially in view 
of the fact that the Communists have already launched movements to 
eneircle these units. 

In addition, the Nationalist position in North China is deteriorating 
rapidly, as the Communists press closer to Peiping. They are now in 
Chihsien, about 35 miles to the south, in Shunyi about 30 miles to 
the northeast, and are active along the Peiping-Kalgan railway. 

Rail communication between the latter two points is precarious with 
strong Communist units disposed on both flanks of the line<> Although 
the precise objectives of the Communists, or for that matter of the 
Nationalists, are somewhat obscure, the Nationalists have apparently 
ordered the evacuation of Kalgan, but on whose authority is unclear. 
Officials of the Kailan coal mines state that FU Tso-yi has evaouated 
Tangshan and the mine area, and that the Communists have occupied 
them. This leaves Tientsin with only enough ooal to operate essential 
services for 2^ months. Because FU's foroes contain a large number 
of Central Government units, some of whom have openly stated that they 
will not fight the Communists, FU can have complete faith in only his 
own Suiyu&nese units, or considerably less than half his total strength. 
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*«t- 1 v removal of CBIAMQ Kai-shek from the Governmen t ii anticipated 
by KaH Chi»h~h<m, political adviser to Vice President LI Tsung-jaxu 
According to Kill, CHIAN G has indicated he w ill retire if no increased 
US *,id is forthcoming and -when the Government's troops in East C hinn 
are defeated. However, if CHI AN G is determined to continue in power, 

KAN reports that PA I Chung-hsi and TO Tso-yi , along with other generals 
and political leaJers, will resort to a coup d'etat ir an effort to 
salvage something. U Tsung-jen has endeavored to forestall a ooup 
inasmuch as he hopes to assume office legally without resort to force. 

KAX expects the crisis to be reaohed in the next week or two, and 
indicates tha t LI plans to negotiate with the Communists when he 
assumea office o 

KAN Chieh-hou is usually oonsidersd to be a reliable source and 
is in a key position to reflect LI Tsung-jen 's current views. It is 
possible that CHIANG m ay retire when the aforesaid conditions materialise; 
at the present, however, he appears determined to oontinue to resist 
efforts to displaoe him. On the other hand, while a coup is also 
possible, it is equally possible that CHI AUG will flee from Nanking 
at the last moment and attempt to establish a government in South China. 

Nationalist North China m akes p olitical preparations for various 
eventualities . Due to the National Government*# increasing inabilf-fcy 
to function effectively in the area and to local pressures concerned 
either with efforts to mobilise resistance to the Communists or as 
an alternative to negotiate with Consnunist representatives, a strong 
movement toward autonomy has developed recently . An important feature 
is the projected creation of a North China Political Council, similar 
to that sponsored during the war by the Japanese, which would unify 
administrative authority over looal officials. Such a council, or 
alternatively several departments under General TO Tso-yi, would 
facilitate TO’e control of the area. TO and other North China leaders 
may wish to await the political consequences of Nanking’s fall in Idle 
hope of allying themselves with a reorganised government able either: 

1) to continue resistance or Z) to negotiate a peace settlement with 
the CommunistBu However, they also face the prospect of having to 
depend on themselves. Should TO eventually retire into Inner Mongolia, 
leaders in North China oitios would try to unite their meager political 
resources for a separate settlement with the Communists. 

Chinese Communists intimate special status for Manohuria. The 
Chinese ‘Communist press in Dairen has hinted that lianchuria will have 
a status, under Communist oontrol, apart from the rest of China, and 
may even become, like Outer Mongolia, a Soviet-dominated "People's 
Republic." The paper announces that elections will be held in lianchuria 
"before the next spring planting," and that, "after planting, provincial 
assemblies will be held... Administrative, legislative, and Judicial 
branches of the government are all to be under the jurisdiction of the 
People's Republic assemblies." 
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The Co aauni st press emphasises that, " under the new democracy, " the 
Party Bust take a acre aggressive role in the governme-it< "important 
questions.*. should be discussed democratically and decided by the Party 
organisation inside the government. The Party ... should ensure that 
its decisions are carried out ty the government." 

Conraunists announce unified currency for ♦liberated* c hina and 
ths merger of all CoT.mmist baiiks 'into the People's Bonk of China • The 
Communist broadcast states that ths geographioal unification of the 
’liberated* areas and the resumption of Interprovincial commerce have 
*ade necessary a single ourrency for all of Conraunist China, excluding 
Ma n c hur ia. The new monetary unit, worth approximately one US cent, 
will be backed by "grain, cloth, cotton" and other commodities rather 
than by "gold or silver." The broadcast notes that inflation has 
reduced the value of Communist ourrency by 60 times since V-J Day, 
as compared with a devaluation of 150,000 times in Nationalist currency. 

The specific exclusion of Manchuria, on the pretext of poor 
oosmuni cations, is another indication that Manchuria, an area economically 
far more stable than the rest of China, will have special status. 

Currency and banking unification, in China Proper, will certainly 
facilitate pohtioal power of the Communists, but its stability will 
be doubtful at least until suoh time as the Communists control and 
operate the entire economy of China. 

Current Economic Developments . The Chinese Government “ s sales of 
and silver not only have failed to halt inflation, but have touched 
off another "buying spree" which pushed prices up in Shanghai. Open 
market prices of gold and silver are well above official prices and 
the US dollar reportedly rose to over GT *60 on 15 December. Further- 
more, the convertibility policy is rapidly depleting the Nationalists 1 ' 
specie reserve and will Bhortly have to be abandoned or greatly revisedo 
Industrial stagnation is affecting both Shanghai and Tientsin, and 
hundreds of factories in both cities are reported closed, chiefly due 
to the shortage of raw materials and power. Tientsin, especially, is 
now almost completely blockaded by the Conraunists. *«hile the fall of 
Tangshan, market terminal for the Kailan coal mines, now eliminates 
Tientsin's coal supply, Shanghai has not received large Kailan coal 
shipments since September but has boen increasingly dependent on Taiwan 
(Formosa) for its inadequate coal imports. However, Taiwan iB an 
uncertain coal souroe since reserves are poor and limited, ere is 
almost no coal conveniently available elsewhere in the Far k*s t, and 
plans to import coal from the US would require months to complete, 

25X6A being exorbitantly expensive. 
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Admiral BftDGEF’s public statement regarding possible landing of 
US Marines in Shanghai may have consequences unfavorable to U& interests* 
Reports indicate that Chinese aB well as foreign residents now anticipate 
a large measure of protection for themselves and that interested 
Chinese groups may be impelled to provoke inoldents calculated to 
bring about or prolong assumption of protective functions by the Marines. 
Moreover, the statement has been the subject of pointed inquiries by 
French and Soviet representatives who apparently are much concerned 
over US intentions. 3he USSR, theref ore, may decide to land its Soviet 
forces in Shanghai, ostensibly to protect its property and its 5,000 
qua s i -genui no Soviet citizens in Shanghai, but alao to remove from 
Shanghai a number of Soviet and stateless Russians who have incurred 
the displeasure of the Soviet authorities , 
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TND'TFSTA 


Republican countermoves against the Dutch . The Republic of Indonesia "A" 
is now attempting to muster external and internal support in order to 
strengthen its own political position if the Dutch establish an interim 
government for Indonesia composed of ncn-Republican states and if they 
institute "police action." Republican officials are counting on receiving 
aid from India, Pakistan, Burma, Malaya, Australia and New Zealand; If the 
Dutch eventually use force in restoring law and order in Indonesia, the 
Republican Government claims that they will operate as a government— in— exile 
from Tndia. Arrangements with India are reported to include Indian action 
in the event of war, which would deny the Dutch air landing rights in India 
as well as an embargo on shipping. 

In Indonesia the Republic has intensified its efforts to win the support 
of non-Republlcan nationalists. The formation of a Greater Indonesia Union 
(PIR) on 10 December indicates a ma.lor effort in this direction since the 
new group includes individuals prominent in Dutch-sooneared states. It is 
extremely likely that, evon if the Dutch succeed in setting up an interim 
government without the Republic, Renublican political forces will eventually 
assume a dominate woeji.j_fw_-fn t-.he naw governme'n, 

BT"HA 


Press campaign fans Karen-Burman animn -.itles , Karen-Purman animosity "B" 
is being intensified ^ insinuations in the Burmese press that the British, 
and possibly Americans, are clandestinely arming the Karens. Many high 
Government officials are implicated in this latest development, and some have 
openly made statements warning against racial strife and referring darkly 
to the "stooges of the imperialists" who would incite minorities against the 
Government. Strong denials of intervention and requests for explanations by 
the Pritish Embassy and the Karens have had no results, "eanwhile, Burroans 
are becoming increasingly uneasy because of rumors of impending Karen assaults 
on Rangoon, ’'oulmein and Toungoo, The situation continues highly explosive, 
and if communal violence develops, it will be extremely ferocious and destructive 
Burma’s economy, largely based on rice production, would receive another severe 
blow because Karens and Purmns are highly intermingled in the best rice lands 
of Lower Burma. Furthermore, the communists, who already have attempted to 
exploit racial antipathies, may be expected to take full advantage of any " 
Karen-Burraan conflict. The greatly increased hardships which would ensue, 
as well as the emergence of a communist China, might enable the Burmese 
Communists to rise to a dominant position in Burma's politics. 
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HALAYA 

in -J ^ aah - 1 P g jsSSSS* Snail bands of terrorists «B» 

f®p« rt « d to have bQ&m slashing rubber trees, the effect of 
wnxeh is to put the trees out of production for a period of years* This 

*? <* British soecess in presenting tsrrorists 

from operating in relatively large groups. On the other hand, it may be 
merely an easy method by which the terrorists can decrease Malaya's rubber 

J? “f C f S ,°J th ! TH * 8Vention of ^is practice will be an exceed- 
ingly difficult undertaking for the British. 

TOTLIF n r T 33 

p 2 X e rc* men t claims Consta b ulary has broken Huk resistance in centra l Luzcn. "B" 
decent releases Iran Interior Secretary Baiuyut and ‘President iuirino's 
office announced that the Philippine Constabulary (PC) drive, which began 
after amnesty for the Huks exoired in August, has broken Huk resistance in 
Central Luzon. According to the ITS Military Attache in Manila, both the 
Interior Secretary and his Constabulary authorities are in apparent agree- 
ment that the Huks are now sufficiently suppressed to warrant reducing PC 
operations *o patrolling* (The Constabulary has recently encountered no 
Huk bands larger than 50.) Ao further evidence of the Government's con- 
fidence. President Quirino announced 11 December that PC Chief Brig* Gen. 

• afjaao Castaneda, who has served with the Constabulary for 33 years and 
actively directed anti-Huk operations, has been appointed Chief of Staff 
ef the rr eo Forces. Col. Alberto Ramos, Deputy Chief of Constabulary, who 
Is said to be more conciliatory toward the Huks, will probably assume the 
top PC post. 

It is believed that considerable progress has actually been made toward 
suppressing the Huks and that the change in PC tactics has a reasonable chance 
or success. Nevertheless, none of the top Huk commanders are known to have 
been killed or captured and it is possible that the Huks may be able to in- 
filtrate and regrcun in Central Luzon, ’"oreover, the Constabulary is still 
faced with the task of mopping up Huk remnants who have fled to Laguna and 
Quezon provinces in southwestern Luzon. No estimates of the number of Huks 
in these provinces are available although 8 PC companies totaling about 
1,000 men are reported ly stationed in the region. 
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